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CERI'FIEDMAIL 4or

Dear Sir or Madam:

We have considered the informaticn <ubiniued in support of your apylication fur rccognition of exemption

under section 501(c)(6) of the Inte- nal Revenue Code and have determined you do not qualify under this .
section. Our reasons fqr this conclusion and the facts on which it is F.sed are‘explained below.

The evidence submitted indicates that you were incorporated under the for-profit laws of ~
on{EENEER Subsequently, onh you filed Articles of Amendment to convert the

corporation to a non-profit entity under the laws o

The Articles of Amendment indicate that you shall be converted to a not-for-profit corporation and your
purpose will be to function as a business league for one-call centers pursuant to section 501(c)(6) of the
Internal Revenue Code. The Articles of Amendment state that all issued and outstanding shares will be

cancelied and all tormer shareholders will be corae your corporate members with one vote granted to cacl
such member. :

Income is from receipts from members for (NN <::ic<s, membership ducs, and investment
income. Expenditures are for payments to (I for communication services under communication
contract, meeting expenses, promotional brochures and marketing costs, Federal and State incomc taxes,
salaries, office expense, taxes and licenses, telephoue costs, legal fees, bank fees, iniciusi costs, and
postage. o :

Your activities consist of acting as a purchasing cooperative for your members, other non-profit
organizations. Your members participate in volume purchasing of programs, such as, communications and
comput=r equipment. - '

Membership is open to all not-for-profit organizations that provide services in the industry of one-call
notification services. Membership dues are Sgiper year for each participating member. Membership
benefits consist of uilering a full suite of networking products and services, sucli as, Incal phone service,
long disiance-service, DSL (Digital Subscriber Line), Cable, Intzmct, Web/daia hosiing, VPN (Virtual

Privaté Networks), and Worldwide tecunical support.”. - . """

-




s Certaia org
llows:

ere e boards of trade, or p‘m:fesaivd;a.lv football leagues,
, inis * peasion fund for frotball players not organized for profit and no part of ‘he
net eamings of which inures to the benefit of any private sharehside. or individuat.” 00

gues, chambers of commierce, real-gstate boiirds,

whether or noi sdmisizter: g d '

Section 1.501(c)(6)-1 of the Income ‘Tax Regulations provi

“A business league is an association of persois * 1ving scme comr n business interest, the purposc of
'.'.'!::?b 2 t promote such common irterest and not to engage in a regi 'ar business of a kind ordinarily

carried on for profit. Itisan o ganization of the same wenéral closs aia ; of commerc
i

trade. Thus, its activities should be directed to lhexmprot
of business as distinguished from the performance of parti

even though the business is conducted on a cooperative

sustaining, is not a businessJeague. o

In Revenue Ruling 66-338, 1966-2 CB 226, an organization formed 0 promote the interest of a paniiculai
retail trade which advises its members in the operation of their individual businesses and sells supplies and
cquipment to them is not exempt from Federal income tax under section 501(c)(6) of the Code . A

nonprofit organization was formed to promote the interests of a particular retail trade. Its members are v
actively engaged in that trade. Field represcntatives of the organi~ation call on the members to consult with
them and advise them og members’ stores. 'As part of their calls, the field representatives also inform the
membeis about supplies, equipment, and operating supplies, store fixtures and display accessories, store
layout and merchandising services, and electronic management scrvices. Seivices of the field - o
representatives and sales of supplies and equipment cohst@tut‘évthe principal activities of the organization.

Your activities are similar to the activities of the organization described in the above ruling, in that; you act
L as a purchasing cooperative for other nonprofit organization in the one-call industry. You have a master
e contract with {illll to provide cost savings to members. In addition, you have also negotiated better rates
with other various vendors for items such as headsets that the center operators usc, as well as discounts
with (SN (o1 computer equipment used in the one-call centers.
The aciivitics abovs provide your with an economy and convenience in the conduct of their individual
businesses by enabling them to secure supplies, eqr*~ment, and services uiore cheaply than if they had to
secure them on an individual basis. Therefore, these activities coustitute the performance of particular
services for individual persons as distinguished from activities aimed at the improvement of business
conditions in their trade as a whole. They aiso consiiiuis & businzss of a kind ordinarily carried on for

profit even though they are conducted on a cooperative basis and produce only suff* .ient income to be scii-
sustaining. RS

Since the sale of the above services and products are yoﬁr principal activities, you do nat quali fy for
excmption from Federal income tax under section 501(c)(6) of the Code.

In accurdance Witk thiz datermination vou are required to file Federal income tax returns on Fuim 1120,




.Ji“'

‘we recpmmcnd‘that you request 2 confercace thu a me ber of our
‘our qugcst fqr a confcrencc should mclude a wnttcn appe al gwmg the facts, -

'V'laws and anv othcr mt‘ormauon to e
The mnfcrcnce may be held at the Regional Ofﬁcc, or

if you réquest, at imy mutually conchcnt dxstn{.:t fhice:If we do not hear &om you thhm 30 days from
" the date of ttus‘lctu:r this determination wxll becomc'f' nali "0 v
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